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SOURCE: 49 FR 8897, Mar. 9, 1984, unless oth-
erwise noted.

§ 102.1 Aggressive agency collection
action.

(a) Each Federal agency shall take
aggressive action, on a timely basis
with effective followup, to collect all
claims of the United States for money
or property arising out of the activities
of, or referred to, that agency in ac-
cordance with the standards set forth
in this chapter. However, nothing con-
tained in this chapter is intended to re-
quire the General Accounting Office or
the Department of Justice to duplicate
collection actions previously under-
taken by any other agency, or to per-
form collection actions which should
have been undertaken by any other
agency in accordance with the stand-
ards set forth in this chapter.

(b) All agencies are expected to co-
operate with one another in their debt
collection activities.

§ 102.2 Demand for payment.
(a) Appropriate written demands

shall be made promptly upon a debtor
of the United States in terms which in-
form the debtor of the consequences of
failure to cooperate. A total of three
progressively stronger written de-
mands at not more than 30-day inter-
vals will normally be made unless a re-
sponse to the first or second demand
indicates that a further demand would
be futile and the debtor’s response does
not require rebuttal. In determining
the timing of demand letters, agencies
should give due regard to the need to
act promptly so that, as a general rule,
if necessary to refer the debt to the De-
partment of Justice for litigation, such
referral can be made within one year of
the agency’s final determination of the
fact and the amount of the debt. When
necessary to protect the Government’s
interests (for example, to prevent the
statute of limitations, 28 U.S.C. 2415,
from expiring), written demand may be
preceded by other appropriate actions
under this chapter, including imme-
diate referral for litigation.

(b) The initial demand letter should
inform the debtor of: (1) The basis for
the indebtedness and whatever rights
the debtor may have to seek review
within the agency; (2) the applicable

standards for assessing interest, pen-
alties, and administrative costs
(§ 102.13); and (3) the date by which pay-
ment is to be made, which normally
should be not more than 30 days from
the date that the initial demand letter
was mailed or hand-delivered. Agencies
should exercise care to insure that de-
mand letters are mailed or hand-deliv-
ered on the same day that they are ac-
tually dated. Apart from this, there is
no prescribed format for the demand
letters. Agencies should utilize demand
letters and procedures that will lead to
the earliest practicable determination
of whether the debt can be resolved ad-
ministratively or must be referred for
litigation.

(c) As appropriate to the cir-
cumstances, agencies may consider in-
cluding, either in the initial demand
letter or in subsequent letters, such
items as the agency’s willingness to
discuss alternative methods of pay-
ment, policies with respect to use of
consumer reporting agencies (§ 102.5)
and collection services (§ 102.6), the
agency’s intentions with respect to re-
ferral of the debt to the Department of
Justice for litigation, and, depending
on applicable statutory authority, the
debtor’s entitlement to consideration
of waiver.

(d) Agencies should respond promptly
to communications from the debtor,
within 30 days whenever feasible, and
should advise debtors who dispute the
debt to furnish available evidence to
support their contentions.

(e) If, either prior to the initiation of,
at any time during, or after completion
of the demand cycle, an agency deter-
mines to pursue offset, then the proce-
dures specified in §§ 102.3, 102.4, or 5
U.S.C. 5514, as applicable, should be fol-
lowed. The availability of funds for off-
set and the agency’s determination to
pursue it release the agency from the
necessity of further compliance with
paragraphs (a), (b), and (c) of this sec-
tion. If the agency has not already sent
the first demand letter, the agency’s
written notification of its intent to off-
set must give the debtor the oppor-
tunity to make voluntary payment, a
requirement which will be satisfied by
compliance with the notice require-
ments of §§ 102.3, 102.4, or 5 U.S.C. 5514.
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§ 102.3 Collection by administrative
offset.

(a) Collection by administrative off-
set will be undertaken in accordance
with these standards and implementing
regulations established by each agency
on all claims which are liquidated or
certain in amount in every instance in
which such collection is determined to
be feasible and not otherwise prohib-
ited.

(1) For purposes of this section, the
term ‘‘administrative offset’’ has the
meaning provided in 31 U.S.C.
3716(a)(1).

(2) Whether collection by administra-
tive offset is feasible is a determina-
tion to be made by the creditor agency
on a case-by-case basis, in the exercise
of sound discretion. Agencies should
consider not only whether administra-
tive offset can be accomplished, both
practically and legally, but also wheth-
er offset is best suited to further and
protect all of the Government’s inter-
ests. In appropriate circumstances,
agencies may give due consideration to
the debtor’s financial condition, and
are not required to use offset in every
instance in which there is an available
source of funds. Agencies may also con-
sider whether offset would tend to sub-
stantially interfere with or defeat the
purposes of the program authorizing
the payments against which offset is
contemplated. For example, under a
grant program in which payments are
made in advance of the grantee’s per-
formance, offset will normally be inap-
propriate. This concept generally does
not apply, however, where payment is
in the form of reimbursement.

(b) Except as provided in § 101.4, this
paragraph or § 102.4, the standards in
this paragraph shall apply to the col-
lection of debts by administrative off-
set under 31 U.S.C. 3716, some other
statutory authority, or the common
law.

(1) Agencies shall prescribe regula-
tions for the exercise of administrative
offset.

(2) Agency regulations required by
paragraph (b)(1) of this section shall es-
tablish procedures for providing a debt-
or, before the offset is made, with ap-
propriate procedural rights. Except as
otherwise required by law, those regu-
lations shall provide for: Written no-

tice of the nature and amount of the
debt, and the agency’s intention to col-
lect by offset; opportunity to inspect
and copy agency records pertaining to
the debt; opportunity to obtain review
within the agency of the determination
of indebtedness; and opportunity to
enter into a written agreement with
the agency to repay the debt. Agency
regulations shall also establish proce-
dures for making requests for offset to
other agencies holding funds payable to
the debtor, and for processing requests
for offset that are received from other
agencies.

(i) Agencies have discretion and
should exercise sound judgment in de-
termining whether to accept a repay-
ment agreement in lieu of offset. The
determination should balance the Gov-
ernment’s interest in collecting the
debt against fairness to the debtor. If
the debt is delinquent and the debtor
has not disputed its existence or
amount, an agency should accept a re-
payment agreement in lieu of offset
only if the debtor is able to establish
that offset would result in undue finan-
cial hardship or would be against eq-
uity and good conscience.

(ii) In cases where the procedural re-
quirements specified in paragraph
(b)(2) of this section have previously
been provided to the debtor in connec-
tion with the same debt under some
other statutory or regulatory author-
ity, such as pursuant to a notice of
audit disallowance, the agency is not
required to duplicate those require-
ments before taking administrative
offset.

(3) Agencies may not initiate admin-
istrative offset to collect a debt under
31 U.S.C. 3716 more than 10 years after
the Government’s right to collect the
debt first accrued, unless facts mate-
rial to the Government’s right to col-
lect the debt were not known and could
not reasonably have been known by the
official or officials of the Government
who were charged with the responsibil-
ity to discover and collect such debts.
When the debt first accrued is to be de-
termined according to existing law re-
garding the accrual of debts, such as
under 28 U.S.C. 2415.

(4) Agencies are not authorized by 31
U.S.C. 3716 to use administrative offset
with respect to: (i) Debts owed by any
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